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1C Janua

MEMORANDUM FOR THE RECORD

STAT
FROMA
Chief, Strategic Resources Division, OGI
SUBJECT: Meeting of the International Energy Security Group,
10 January, at State Department

1. CIA was renresented by Maurice Ernst First STAT
item on the agenda was a paper prepared by Bill Martin of the NSC Staff
on Alaskan o1l exports. After consideration by the group, 1t was deter-
mined by the group that the paper was not ready for the SIG IEP. As a
result, Under Secretary Wallis will give an oral presentation to the 3SI
IEP on this subject, with a paper to foliow in a few weeks.

2. The second item on the agenda was a progress report on the
energy reguirements study. Allan Wendt, State Department, presented
a terms of reference for the study and a schedule for IEA production
of the study, nopefully to be presented to the May ministerial. Copies
of both the Alaskan ©il export paper and the progress repert cn energy
requlremeits are attached. STAT
Distribucion:

Orig - Chrono

1l - NIO/Economics

1l - C/SRD/ETR
OGI/SR{ STAT

——————
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NATIONAL SECURITY COUNCIL VIA LOX CQCY[(( o
Ve ARMIMG T8, D.C. B30 - Mfﬁ = 4 ;
CONF IDENT IAL VR
FTTACIKENT January 7, 1983
MEMORANDUM FOR: ALLEN WALLIS
KEN DAVIS
LIONEL OLMER
BILL MORRIS
FRED IKLE
HENRY ROWER
FRETZ KHZDOURZI
DANNY BOGGS
MARC LELAND
ROBIN WEST
FROM: NORMAN A, BAILEY 425
Pitachad is the updated options paper on the Alaskan oil
z=xvort Lsgue tor the January (0 weeting of the ITnternatioral
Znercy Security. Group. '
1
Attachma::t
1
L
CONFIDENTIAL
AT AT
o & o N < .
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Repert of the Morking Sroup on Alaskxan 0il Export

Lamacay
A e~ > o

The Export Administration Act and the Trana-Alaskan Pipeline
Act essentiaily forbid the export of crude oil from the inited
Suatea. These laws were generally enactzd in vesponse to the
belief that ip time of oil sBhortsaes all available domestic oi)
sahould rray in this country.

The Working Greup has concluded, however, that tha pressat

‘mpriuved energy situation, coupled with paw internatiopal political
«d sconemic realities, strongly sugnests zhat thae Administration
#hould consider parcially lifring the export ban.

‘® veturn, the Japrnese would te encouraged to invast in .8,
‘Privarily Alaskan; oil and othar enerYqgy rescurces and be allowed
tn export what they develop. The 1.S5. should also seek other
“canomice and security concessicns in addition to those expectsd
from present U.5.-Japanese negotiations.

¥2y Issues

1. Japanese Euergy Securityv. Jepan has been intevested in
Rlzzkan oXl Since the Tirst oll ihock in ihe ewriy seventiea for
fezsons of energy security and diversificatisrn. Fven with today's
world cil market aurplus, the Sovernment of Japan is still ex-
tremely interested in seeking Alaskan energy exports, particulariy
cil., U.s. snergy cién helip reduce Japanese depeadence on Middle
tast znd Soviet energy, thereby reduciny the arttractiveness of
fakhriin-typs prciects. The U.S. has a potential to mset uvp to
ten pelcent of total Japanese eiergy needs in the 159fis.

2. U.S.-Japanese Relations. Prime Minisier Nakasons could
impxove his situation at home by receiving ¢redit for UL.S. removal
of 2il export constraints -- sowthing his predecessors were uvnable
to do. This would give him addad credibiiity with strong domesatic
interests which do not want to make further trade and security
coircessions to the United States. Likewise, it would be import;nt
for this Administration to show forward movement in problam arnas
cf U.S.-Japanere relations., We would expect substantial invest-
ment in U.S. energy development and some further trade and sacurity
corcessicns beyond those presently iadicated.

Qi1 could eonntribute to unlocking the present impssse in U.S.-

4 Japanege relatgions. However;—our—mafering will have to be care- -

fully timed and orchrestrated to have the maximun effect.

CONF IDENTIAL ‘
DECLASSIPFY 3N: OADR
CLASSIFIED BY WILLIAX F. MARTIN
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?. Pree ‘Tiade. The free market orientation of the

Adminietration is particularly well served by the economics _
uf tae situmtiosn which favor the remcval of restrictionz on the

v export of Alaskan crude. Such action would signal to th» wurld
cermunity the gericusness the U.S. attaches to free trade at »
time whan protecticnist tendenciss are threataning the world
txading aystem. The U.5. bilaterai trade balance with Japan would
be improved. oOverall U.S. trade Salances would aiso pe wmarginally
Iatler due to afficiency ocains.

4- U.2. Energy. Kecent large offshore oil discoveries
+ 4T Canifornisesuygest that' one Of ¥ie principal narketsz ‘fo-
?Plaskan oil -- the U.5. West Coast -- may continue to bhe saturataed
cacs: these rew discoveries are crought on stream. Allowing ipm
sadiate shipmest of zome o0il io Japan could help resclve the West
Coast gluz. Allewing exports (and thus higher wellhead price:z)
would aico increase the profitabi ity of Alaskan and Califoralan
crude production which, in turn, would stimulste additions) in~
vestment in uxploration, develorment and prodrction from naw and
existinge "ields in these reqicrr. It would also improve efficierncy
of worid oii distributior ~hariels. Over the Llonger itarm, Japanase
investment csar vontribute to greater ovening of Alaskan YL o 4%
potontial which might otherwise go undeveloped. On balaice, U.C.
erergy interwsts would he very weil served. '

3. U.S8. Economic Banefits and Costs. The U.5. ecHnany wounld
benefit fyom gredter energy 1nvesimenl) improved bilatsrsl t:ade
balancer. moleet gains in windfall tax receirts and a gepeval
irprovement in overall market efficiency. izh removas of the dan,
the U.S. would also have more fletibility in helping out Tinaneclelly
troub’ad oil exporting countries such as Mexico and Nigoeria,

The majcr wconcmic problei: is the maritipe industry, which has
effectively fought againet export authorization in the past. The
Presidant has stated that this Administration would not jeopardize
the Jones Act or the jobs dependenc on it. The ban currantly keeps
in cperation 55 tankers +hat erpley about 2,800 seamen. Hhiis
Yemoval of the ban would eventually prowote a reallocation of themes
redources to more productive uses. some short-term dislocations

+ . in the domestic maritime igdustry are inevitanle. It is estimatsd

: that allowing only 200,000 barrels a day of oil to be exported

L (compared to up to 500,000 with complate deregulation) would reguit

N in loss of less than one thousand jobs. Negotiating cavgn prefer-

ence for Alaskan cil exports would reduce this jcb loss zupetantisiiv.

, Commarce and State oppuse carco praference unless essential “oar

' Pagsaqge in Congress. -

€. Wepntern Energy Sccurity. Permitting export of oil +~
Japan would sicnal U.5. commitnent to Western energy secarity &nd
Promecte ‘e U.S. as a reliable enerqy partner. In additdaw, it
would enhance our credibility in Western energy security discuvstricns

in the IEAM and follow-up enerqgy studioa to the East-West economic
accord.,

\

-

CONFIDENTTIRT, -
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7. nefense Tanker Kequirements., The Defense Departioent RS
ban incdicated chat at lgant 26 0f *he 5% tankars now in Aleska- Lt
Gul¥ r.i trade ave nacessary for the Defense Resarva ¥logd, A

Thus, it wonlé appear thatr Yhere would be sufficient tepoker

bettnoma for Defense purposes even with & reduction in tha Alaska

ra Guif of sexico trade. Releasiny 200,000 harvels paxr day Hnuldp‘
nEesnltgin the Jdling of abewe—id—ignkers. - .

2. Igppact on Oll Avuilability in a Disryption. A partial
1ifting oi the bau on Alaskan oil exports would have no affect
on U.S. oil supply availability in a situstion where the IRA
2il a2ilocation system had been activated and was in full effeoct.
Allocation shares under this system are calculated on tha basin of
connunption in the pericd preceding activation of the system. If\-
the U.S. were to export some of its domestically produced oil,
it would be entitlied to impcrt rhat much more oil from cthar
8NUrces.

Ir an il supply disruption in which the IEA system was not
activates, continued export Of some U.S. produced oil could be
»slitically controversial. In reality, however, removxl cf tha
ban would not ipcrease the level of U.S. net c¢rude oil imports
»nd, to'the axtent that U.S. domestic, production ig stimuiatsq,
y.8. net oil imports could actually fall, thereby increasing
everalil U.S. mnargy coecurity.

oiven tne political realities of the situation, however, it mny
ke recensary to reserve the rights to retain the firat 200,000
barreln grr day in ap awergency. 0Oil developed through Japaners
ipsestment could still »e allowed to be zhipped. Such differsn-
cisticn, however, is likely to reduce the attractrivennss of the
daal to the Japanese.

%. Implementation Issves. becauvse of the potentisl for .
higher revenues, the Alaskan producers will likely want to export:
more thanp 200,000 barrels per day of crude oil to Japan. As a
result, a partial lifting of the ban places Japan in a position
to capture wuch of the efficiency gains by getting tha pruoducers
tc bicd agains*t each other. To keep the efficiency gaipa in the
U.5. eccriomy, the producers should be permitted to market thair
crade to mny foreign warxet. '

¥artial removal of the Lan on exports would require tha davelop-
ment o some system to determine which producers will ba permittad
to exnort Alaskan crude cil tc foreign markets. The most afficient
approach would be to auction these rights to the highest bidders.

1. Lagal lmplications. Section 7 (d) of the Export
vaministration Bot, /50 U.5.C. App. 2406 {4}, prohibits mxport
of TAPS »il; Section 28 {(u) ¢f the Mineral Lands Leasing Act
s/30 U.s.c. 185 (u)/ prohibits export of crude oil transperted

CUNFIDFET né,._
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through pipelinez over rightas~of{-wiy granted under the Act
(this coveras aost U.S. crude); Saotion 103 (b) of the Enargy

4 Policy and Copecrvation ACt-7+i—v-w.C. 212 (b)/ prohibits the -
export of any crude unless the President finds such export to
be ir the national interest and conuistent with the purposes
of that Ast. The Department of Coiierce regulations (10 C.F.R.
Part 377) promulgated under the Expor: Administration Act
prechibit all crude 0il exports; additional prohibitions apply
toc crude oil produced from the Outer Continental Shelf and the
Maval Patroleum Raserves.

The Cormarce prohibitions can be changed adminlistratively if the
rnOC makes a determination that crude oil is no longer in short
supply. Generally, the other p:rohibitions can be overriddsn

by Fresidential findings that exports would be in the natianal
interest, consistent with purposes of the Export Administration
Act, and wculd not diminish available zupply in the U.S.

While Cocngress would have to approve any removal orxr alteration
of the specific prohibition on the export of TAPS oil in the
Cxport Administration Act, the President can remove the other
rrohibitione on U.S. crule 01l exports contained in ths Export:
Admdnietration Act without Congrassicnal approval or revisw.
Remwel of the prohibitions on U.S. c¢rude 01l exports contained
in EPCT &nd the Mineral Lands Leasing Act would not reduirs
Congressional spproval, but would be subject to Congressiovnal
review, |

11. Congressional Reaction. If is unrealistic to believe
that we can present tnlc iosce to Congress using only scunomic
afficiency and free trade arguments. The resistence .cf powerful
iorerasta groups could make any proposal to remuve the ban a
kighiy-charged political issue. The maritime industry is powerfy’
in national politiecs. West Coast refipers and consumers might
be uvpsat as woll. Some Northern Tier pipeline backerss could be
exDected to oppose exports. There are also those who will opposs
any export of U.S. oil. Overcoming this opposxtxon ie achiavable,
but scive s0lid economic and security concassxons will be nsceRcary
from the Japanasc.

[ t

1* is the recommendation of the Working Group that before
approaching Congress, some quiet corsultaticns with the Japznasa
#xe¢ regquired to determine what they are willing to offer. Only
rhen will we be able tu determine whethey a realistic package
can be put befcre the Congress. ' '

Approaches to the Japanese i ,

i. Present status. The Japaness are in the yrocess of
respondiny to the lavest (Drcember 3-4) U.S. requests for trade
coancessions, including: ‘

o
5 R
CONY IDENTIAL ' ‘
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CONFIGENTIAL 5
Ht -2 eliminkiion of beef ana citYus import quotas ~ *

~- yalaxaicion of pre-impcert procedures
-« further tariff reductions

-- modification of standards and certification procedurea
That limit smpores

~= yreater market access for U.S. tobaccon products

-- othe~ concesaions ur clarifications afl{ecting a wide
wariety of U.5. exports, including telecommunications equiptaant ,

‘orest products, petrochemicals, alcoholic beverages; seafood,
and choecclates.

Prime Minister Nazkasone already has gone fax in trying to make
some real concessions on both trade and defense in che [ace of

atrong comestic opposition in Japan and will likely present some
of thecze conceasions during his January visit.

2. MHNegotiaring Strategy. Relaxation of the ban on oil
exports counld Se a useful bargaining chip in the larger context
of U.S.-Japanese discussions to promote free trade and enhance

energy security. Our strategy towards the Japanese might incluie
the following slements: ¢ T

-— Try to draw the Japanese out first on concessions now
vnder consideration before raising the posaibility of Alaekan
ail expocts.

~- Affirm U.5. comaitwent to free trade, intermational snergy
security and cocperative econcomiz ralations with our close ally.

~= Try to find cut sericusnees of Japanese intevest in Alaskan
0il, givin the strong possible opposition to exports by scne
menbers of Congress and the maritime unions.

-- Point out t¢hat the following contributions of the Japanese
are assentis]l in ovsercoming Congressional oppositions

)
(2t Invesiment in U.5. energy dsvelopment, including
Alaskan oil and gas resources and infrazstructure, coal. anc
synfuels. :
(b) General support for U.S. position on East-Nest
econcmic issues, includina strengthened compliance %o
East-West credit accord. " !

3 b

(c) Further cOnctesslons on opening Japanese markats.
I L ]

CON” TOENT IAL
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(3) Progress on high technolegy transfer agreements.
(&) Securiry.

Options and Racoswmendation

Tha Hcrkiné Group considered four optiovns:

1. Seek rewoval of legislative restricticns on crude oil
4 Ports and wllow market forces ic determine destination of oil
2 well as neans cof transport. iThis s the most attractive
wption {rom an eccnomic efficiency point of view, but would be the
most difficult to achieve politically.)

2. Allow export of 200,000 barrels per day of existing
provduction and any new oil production.

3.+ Allow export of any new il production to ccuntries whizh
have invested in U.S..energy developmert. (This would halp over-
come maritime objections, but is probably not sufficiently attrac-
tive to induce further Japanese concessions in the txradas and
secvrity areas.)

4. Allow axport of any amounts of’ &rude oil through TAPS
zbove the present level. (This would require increasing the
cavacity of the TAPS by adding pump stations. This option woula
3till require amendment of the TAPS legislation, although maritime
interests are not threatened. There could be a problem in too
rapid depletion of North Slope oil, which is expected to begin to
decline in 1987, assuming existing TAPS flow.} DOT would prefer
limiting free availability of new oil through TAFPS,

It ie the recommendation of the majority of the Working Group

that the SIG-IEF endorse Option 2 in principle, noting chat "
further work i= necessary to elaborate on the approach to the
Japainese and the politicrl, technical and legal questions necessary
to submit legislation to the Congress.

oyt
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Terms cf Reference Energy
keguirements and Alternatives Stud

Ine basic guidelinss for the Energy Alternatives Study
&rc provided in the “Summary of Conclusionc" on East-wWes
- economic relations. The Summary stated that: '
"In the field of energy, they will initiate a stucdy of
thelr projected energy regquirements and dependence upon
impcrts over the next decade and beycnd and possible
mears of meeting these reguirements, with particular
attention being given to the European energy situacion.

Tne study will be conducted under the auspices of the
oECD. "

Interested countries would ask OECD/IEA to undertake
the stuay, drawing on previous and on-going work, including
the World Energy Outlook. The analyses in previous OECD/IEa
stuCies would be updated to reflect changed economic and
merket conditions. The Energy Alternatives Study would
elsc utilize information being developed in the Natural Gas
Security Study. Member country contributions tc the study
“ould also be welcomed.

provide & context for the regional and country

To
analyses, the study would assess global energy supply/demeand
for coil, natural gas, coal, nuclear and electricity, and
icentify likely energy supply flows through 200C. Tois
assesgment woulc include energy supply/demand anc flows
scenarics {rom an energy tecurity perspective.

Using the cases ceveloped for each of the three OLCD
tegicns, with emphasis on Europe, the study will make a
deteilec exenination of:

Recuirements {(Demand)

= kegicnal and country energy reguirements byre

° Fuel Source
Consuming Sector

o

O

tn

CC Incicenous Supply

- Erergy producticn possitbilities, by energy scurce,
within each region

- Erer

19

¥y imporis from other GECD recicns.

impeort Leonendence

[
)

uarrent and prejected regicnal anc ccuntry dependence
noimports of energy from non-0ECD zources, with
mphaslies on Middle East o0il and Soviet enerawv. L

oo

-~y
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Velreranility on a Regional and Country Basis

- Risk analiysis of supply flows znd sources
- Physical Systems for Coping with Disrupticne:

Storage capabilities (stocks)
choke points

dual-fired capacity

surge capacity

allocation systems

]

Ecoromic impact of likely disrupticns, particularly s
effects on key sectcrs.

Evaluation of means to improve energy security systers:
° supply diversity

fuel switching

arrangements for access tc shut-in capacicy

improved storage, demand restraint

pipeline flexibility

strengthened international cocperation

<}

Alternatives

- For each region and <ountry an analysic of alternatives tno

dependence on non-0ECD imported fuel considering:
© possibilities for enhancing development of

indigenous OECD energy sourceg, including
examinaticn of institutional, policy, financial,
and technical constraints.

potential for inter-fuel substitution.

possibilities for ennancing intra-CUECD energy trade.

externalities {employment, environment, securijty!.

pased on the technical analysis developed by the
OECD/IEA, countries would draw policy conclusicns and take
appropriate actieons, including through the relevant multi-

_aterz! organizations,
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I'oliow-up on Energyv_Kequirements Study

an< Natural Gas Securitv Study

-~ Mid-Tazpuary. Approval of ferins cf reference by infcrmal
tteering group {Summit Seven, plus EC Commission).
{(Meeting either on fringe of SLT or later in Januvary)

uery. 7.8, expert (Chuck Patrizia) mects with IEA
Secretarlat end begins assisting Secretariat with energy
study. (Lartzke offered U.S. use cf Secretariat posaition.)
Fd
-- Mid-Taruary. CIA tashed to undertake "shadow" studies in
support ol fnercy Reguirements Study and Natural Gas Secur-
Ity Stedy. CIk would "sznitize" work it has dcne on energy
szgurity and trunsmit it to Secretaviat for usc ir eneray
stulies,
v
-- Januarv L2, 1IER EIxecutive Direcctor Lant:zke in U.S. for meet-
irgs with Secretary Hodel. Undersecreiary Wellis, and pessibly
Jucge CLark. -

-~ an-Ju“\u‘}. farly-Februery. IEA Coverning Board (with Far
rerresertation) meets tc approve terms of reierence.
(Lentzke would call meeting "at reguest of number of TZA
merkers,” and would circulate steering group-approved terms
of reference to all IEA members.)

-- End-Januar
Security £
encgaced,

v. Data collection and validation for Natural CGas
tudy completed and ocutside computer consultants

t dreft of Ernergy
in policy con-
ralvrﬁq )

riet corpletes fir
dy would not cent
ne, only faccual &

s
a

Tu
o)

- id-fehruer Sourdon-tyne meei**g of infcormel steering
cooU T oo evw first arefs and provicde commentis e Secre-
i (7t this point we would, ring lorway, the Netherle-cs.
zre Pustraliz into the informal DIOFh‘S.]
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Enad-February/early-March. Secretariat redrafts Energy
hegulrements Study based on steering group discussion.

-~ Mlo—ugrcb. Possible meetihg of steering group to discuss
Sccretariat redraft of Energy Reguirements Study and to
becin process of drawing policy conclusions.

-~ March. Secretariat aznalyzes Natural Gas Security Study dis-
rurtlon scenarios.
{

- March_22_23. 1EA SLT meets to discuss status of Natural Gas
Security Study.

-~ Marcb 264. IER Governing Board meets to discuse Energy
Reguirements Study. (Governing Board will alsc decide
~netner to have Ministerial meeting in May or only Govern-
:ng Board meeting.) |

-~ &pril. Secretariat érafts Natural Gas Security Study report.

-- Mld*Apr?l. Pozsible meeting of steering group to draw pclicy
conciusicon f{rom Energy Reguirements Study. (Croup would
., K - N . - .
iacter in results of Natural Gas Security Study to extent

material available.). B : - S

-= IZInd-Epril. Secretariat completes Natural Gas Security Study.
~~ Mid-May. CECD (May 9-10 ) and IEA Ministerial (or possibly IEA

Geverning Board)} discuss results of Energy Requirements S+tudy
end Natural CGas Security Study.

-- Mid-May. Sherpas, bazsed cn discussions in CECD and IEA and
resuits of steering group deliberations, decide whether and
hew crercy security to be treated at Williamsburg Summit.
- Mav o JV-28.  wWilliamshurg Surmit.  (Discussicon of results of -
Ine:rcy Security Reguirements Study and RNatural Gas Security
€tudy, 1f zcgreement hes been reached on policy ccnclusicns.)
~eoJune. NATO Nindcterial in Peris. (Ciccussion of resulte of
LUrrey Reguizencente Study end Naturel Ceze Socurily Studyl)
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January 7, 1983

Status and Qutlook
Energy Recguirements Study

erms of Reference: The USG has prepared draft terms of
reference for the Energy Reguirements Study {attached).

In it we propose the study proceed from an analysis of

iikely energy demand and indigenous enerqy producticn
pcssibllities to an assessment of projected import deperndence
and vulnerability to energy supply disruptions. The findings
of the IFA Natural Gas Security study would be factored into
the vulnerability section. The final analytical pertion !
would pe an ildentification of variocus energy alternatives
that would have the effect of minimizing security risks,
Po.icy conciusions would then be reached by goverrmernt
representatives.

Status arc Irnstitutional Arrangements

It wes agreed Curing the Secretarv's trip that the
Erergy Recuirements Stucy would be undertaken in the OBMD/Ifa
rreamework. To resclve the problem of French attendanze at
an 1bA meeting when they do not belong tO thet orgernization,
ve cenverned 1in Paris on December 15 an “informal" group of
Summit-country representatives, plus the EC Commissicn. 4t
that meetincg, we distributed for consideration by geover-ments
ovr draft terms of reference for the study. The IEA Secretaria*
{(represented by Executive Director Lantzke) hzs begun work
or. the vtudy on the basis of the draft terms ct refsrence
and expectis tu have a first draft ready for review in early
Februarv,

-

We have canvacsed Summit capitals for cificial reacrion
te our proposed terms of reference. The UK and FRG have
accepted the araft without changes. Canade, Ttaly and
France had no specitic comments and are expectel tc approve
when their internal deliberetions are completed. Japan had
sone guestions (which we are answering) but finds the draft
Jererally acceptable. We expect to meet January 12 in Farls
Or. ohe mercin of the IkPE Starnding Group on Lonjg-Term Coeperation

;o

te oftaln Summit countries appreval of the terms of reference.
Tne (I4 has peen asked to cornduct a series ©f "snadow"

¢ othe Zasis of the terms c¢f referenze fcr the energy

reculrements study a=nd the IER ratural gas securilty study.

DOE wi1ll &ssis t in analvzing the North American energy

scene. Trhese "shadow" studles will serve as a check on the

SEATe zrnalyveis and, 25 appropriate, permit us to correct cr

supplement the IER's work.
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‘. kn interc_:ncy working group has be... «..ablished to
Dackstcp USG participation in the energy studies. It
includes representatives of all key apencies and State
Department offices, The interagency working group will
regort tc Allen Wallis &s chairman of the serior-leval
Aternatioral Frergy Security Group (IESG).

Outlook

if the Summit country representatives have no sericus
problems with the terms of reference, we cxpect to converne
another informal Summit 7 plus 2 meeting next week on the
mergins of the January 12-13 IEA Standing Group on Long-Termn
Cooperation {SLT) meeting in Paris tc obtain agreement on the .
tzrms of reference. Final terms of reference could then be
provided to the IEA Secretariat.

Ulf Tantzke has irnformed us the Secretariat will have
rsi crzeft of the Energy Requirements Study by eavly

a fi

February for circulation to members of the informal group.

In mic-February the Secretariat would host & two—day Douvrdan-
type meeting where the “friends of the Secretariat”™ would
Giscuess the first drazft., At that time, we would bring Norway,
the Netherlends, and Australia, inte the informal
process.

Besed on these discussions, the Sccretariat would
Frepare a redreft which could be discussed further by
the intormel group and/or sert to the I1EA Goverrning
Boardé for cersideration. The IEA Governing Board is
next scheduled toc meet March 24.

The lirst step in the study is to establish the factual
Desis to suppIrt our contention that, left unchecked,
the Sevicts can become the marginal supplier of gas to
Europe and drive out competitive alternatives. The Energy
Reguirements Study znd the IEA Natural Oas Security Study
will Cerive alternative reference cases baced on different
cssunmptions regarding GDP growth to the year 2000, supply
and demand, and interfuel substitution. Wwe would expect

N

vhat at leest ore reference case will support our contention,

After the factual basis has been laid, further Dourdan-
pe mecetings would be reguired to draw policy conclusions.
uld seek to percuade our Furopean allies that a prudent
v security poclicy response to the Soviet threat of
mption ard resultent Europear cver-dependence on Soviet

e

m D o

guires & coordinated European effort to promote the
eveluprent of Norwecian reserves,
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Cur goal, .f course, would be to OJ in European
agreement to the NSDD-66 cbjectives: "not commit themselves
to significarnt incremental deliveries through already
existing (Soviet) pipeline capacity; and participate in the
accelerated development of alternative energy resources,
(It should be recalled
clobal reassessment

incipally Norwegilan gas reserves."
tiowever, that the study is an overall
of energy s=curity issues., The Europezns will emphasi:ze
their vulnerability to oil-supply disrupticns.)

Attached 1s our preoposed terms of reference and an

anticipated work program.
t
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